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TO OUR STOCKHOLDERS 


A His review of operations of your Company for the 
year 1942 is submitted in order to acquaint you with the pertinent 
facts. There is included the Consolidated Balance Sheet and State¬ 
ment of Consolidated Income covering operations in U. S* A., 
Canada and Cuba. These financial statements include the invest¬ 
ment in and cash dividends received from the affiliated British 
Company. No reports have been received from the German sub¬ 
sidiary, owing to war conditions. 

Sales for the year, which were again the highest in the history 
of the Company, amounted to #423,220,598.73, as compared with 
#377,148,059.27 for the previous year, an increase of #46,072,539,46. 
There were 2015 stores in operation at the close of the year, com 
sisting of 1862 stores in U. S. A., 145 stores in Canada and 8 stores 
in Cuba. During the year 6 new stores were opened and 14 stores 
were closed. The geographical distribution of the stores and the 
location of the district offices are shown on a map appearing on the 
inside of the cover of this report. 

Net income for the year amounted to #23,538,739.01, equivalent 
to #2.43 per share on 9,703,608 shares of capital stock outstanding, 
of which there is only one class. This compares with #26,114,372.53 
for the previous year, or #2.69 per share. A reserve of #22,200,000.00 
was set aside for Federal and Canadian income, excess profits and 
capital stock taxes. Before deducting this reserve for taxes, the net 
income from regular sources for the year reached an all-time high 
record of #45,738,739.01 as compared with #39,844,372.53 for the 
year 1941. If it had not been for the large increase in taxes, the net 
income for the year would have shown a substantial gain over the 
previous year. A graph appears on Page 13 showing the comparative 
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net income before and after deducting governmental taxes for the 
past ten years. 

Dividends consisting of four quarterly payments of 40c per 
share, or a total of $1.60 for the year, and amounting in the aggre¬ 
gate to $15,525,772.80 were paid to stockholders, of whom there 
were 73,043 at the close of the year, as compared with 72,547 a 
year ago. 

Taxes continue to rise, as you will note upon referring to the tax 
graph on Page 12 of this report, making the problem of management 
increasingly difficult. The cost of all taxes increased from 86 cents 
to $3.22 per share during the past ten years. This shows the 
contribution your Company is making to governmental needs. It 
also points out to you how essential it is to the Government, from a 
source of revenue standpoint, that business continue to operate 
successfully. 

All expenses, excepting taxes over which the Management has 
no control, were carefully controlled throughout the year. The 
major portion of the increase was attributable to an increase of 
$8,825,082.00 in wages to store employees. However, expenses in 
relation to a unit of sales were less than for the previous year. 

The Company has maintained a strong financial position. Cash 
on hand at the end of the year amounted to $26,333,212.31, and 
in addition $14,000,893.40 was invested in government securities 
and tax saving certificates, as shown on the Consolidated Balance 
Sheet. We are also pleased to report that our cash position made 
possible the repayment of $5,000,000 on the issue of 2J^% Sinking 
Fund Debentures, reducing this indebtedness from $22,000,000 to 
$17,000,000. We have no bank loans. 

The inventory of merchandise on hand at the end of the year 
amounted to $60,586,621.84 as compared with $67,782,874.49 at 
the close of the previous year. Our present investment in stock is in 
line with the governmental inventory control regulations. Your 
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Management feels that merchandise on hand is well assorted and 
represents good values, and owing to the rapid turnover of stock 
and the care exercised by our buyers in the selection of merchandise 
available, we do not anticipate any material inventory losses in the 
event of declining prices on account of a sudden termination of the 
war. Because of the war emergency, we are no longer able to pur¬ 
chase items made of certain materials; but our buyers have in many 
instances obtained such items made of other materials which are 
equal in sales appeal, quality and usefulness. In other instances 
we are replacing items no longer available with new lines not 
previously carried. As a matter of fact, our buyers and suppliers 
have, in this emergency, developed many items which may be 
considered as staple in normal times. 

The British Company reports net income of £5,699,822 for 
the year 1942 before provision for taxes. This compares with 
£6,404,759 for the previous year. Reserve for taxes was £3,295,835, 
a decrease of £261,370. The results are most satisfactory consider¬ 
ing the many disadvantages under which that Company operated 
due to war conditions. A dividend of one shilling-six pence has been 
declared on ordinary (common) shares, payable in February, 1943, 
making a total dividend of two shiilings-six pence per share appli¬ 
cable to 1942 earnings, as compared with two shilling-nine pence 
for the previous year. The surplus carried forward after deducting 
the February 1943 dividend increased to £7,076,781 from £7,057,795 
a year ago. 

The investment in the British Company, of which this Company 
owns 52.7% of the ordinary (common) stock, has been carried on 
our books at a value based upon a rate of exchange of $4,644 to 
the pound, the average rate over a period of years. This invest¬ 
ment has been written down from $40,586,667.29 to $30,879,630.14, 
as a result of revaluing the investment at the now official rate of 
exchange of $4.02)^ to the pound, applied to the portion of the 
surplus of the British Company carried forward to January 1, 
1942 applicable to the percentage of stock ownership of this 
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Company, plus original cost of the investment* The market value 
of this investment on the London Stock Exchange on December 31, 
1942 amounted to $188,519,428.13 when converted at the official 
rate of exchange. 


On account of the war emergency, the program of enlargement 
and improvement of stores was limited to only a few stores on which 
the work was in progress when building restrictions became effective. 
For the duration, it will be necessary to limit improvement of 
stores to upkeep only. 

Your Company has given wholehearted cooperation to the 
Federal Government in the sale of War Savings Stamps and Bonds, 
which amounted to $23,590,604.50. Further details concerning our 
effort, which our stockholders may view with satisfaction, are 
given on Page 16 of this report. 

We wish to pay special tribute to the more than three thousand, 
or approximately 30%, of our male employees in active military 
service, a large number of whom because of their experience and 
specialized training are now commissioned officers. Quite naturally 
your Company feels keenly the temporary loss of the services of 
these key employees but we are meeting this situation for the 
duration by developing other experienced employees. 

The Directors regret to record the death of Mr. Edward Cornell 
on November 17, 1942. Mr. Cornell acted in the capacity of 
organization counsel at the time this Company was formed in 1912, 
and he was retained as counsel and was a Director of this Company 
continuously until he passed away. 

There is directed to the stockholders a certificate of the Certified 
Public Accountants, R. G. Rankin & Co., which appears in this 
report following the financial statements. It is the intention to 
continue the services of this firm to audit the records for the 
year 1943. 

Needless to say, the success of the business depends in a large 
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measure upon the cooperation of everyone associated with it. We 


therefore acknowledge and pay tribute to the loyalty shown by our 


Store Managers and employees numbering more than 80,000, our 
District Managers and their staffs and all members of our Executive 
Office. The Management also appreciates fully the splendid 
cooperation of manufacturers who supply us with merchandise. 

While your Management looks forward with confidence to 
the new year, the prospects are obviously somewhat uncertain 
because of the influence of the war emergency upon the entire 
economy of this country. We are confronted daily with many un¬ 
foreseen and difficult problems. However, the knowledge gained 
during the period of the previous World War and since that time 
in coping with many intricate problems has equipped our organi¬ 
zation with experience that is invaluable in the present emergency. 
We are ever mindful of the fact that we must retain the good-will 
of our millions of Woolworth customers by having, on the counters 
an assortment of merchandise to satisfy their needs. This we will 
endeavor to do in order to operate the business successfully,keeping 
in mind that we are entrusted with the responsibility of protecting 
the investment of our stockholders. 


Respectfully submitted, 



CHAIRMAN OF THE BOARD 



January 29, 1943. 
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F. W. WOOLWORTH CO. 

AND CANADIAN SUBSIDIARY 
Comparative Statement of Consolidated Income 
For the Years Ended December 31, 1942 and 1941 



1942 


1941 

Sales —United States, Canada and Cuba. 

. . 3423,220,598.73 

£377,148,059.27 

Less: Cost of Sales and Expenses. 

. . 373,298,262.15 

33S,746,572.97 

(Cost of sales computed on first in—first out basis) 



Net Profit from Operations . 

. .3 49,922,336.58 

3 41,401,486.30 

Add—Other Income 




Income from Real Estate. 

. . 3 746,463.26 

3 

825,887.77 

Dividends—F. W. Woolworth & Co., Ltd., England . 4,374,933,43 


5,707,297.15 

Interest and Miscellaneous. 

. . 114,716.71 


96,894.64 

Realization of German Currency . 

. , — 


400,063.12 

Total . 

. .3 5,236,113.40 

3 

7,030,142.68 

Balance . 

. .3 55,158,449.98 

£ 48,431,628.98 

Deductions from Income 




Depreciation of Buildings and Fixtures . , . . 

. .3 3,164,389.02 

3 

3,107,571.35 

Amortization of Buildings on Leased Ground and of 



Alterations and Store Organization Expenses . 

. . 5,218,464.96 


4,687,151.77 

Interest. 

. . 637,939.29 


583,769.23 

Foreign Exchange Loss. 

. . 237,118.87 


208,764.10 

Loss on Sale of Real Estate. 

. . 161,798.83 


— 

T otal . 

. .£ 9,419,710.97 

3 

8,587,256.45 

Net Profit before If. S. A . and Canadian Taxes 3 45,738,739.01 

3 39,844,372.53 

Deduct: 




Provision for Income and Capital Stock Taxes . 

. .3 10,200,000.00 

3 

9,030,000.00 

Provision for Excess Profit Taxes. 

. . 12,000,000.00 


4,700,000.00 

Total . 

. . £ 22,200,000.00 

£ 13,730,000.00 

Net Profit — transferred to Surplus. 

. . 3 23,538,739.01 

3 26,114,372.53 


This statement includes undistributed earnings of the Canadian 
subsidiary converted into U. S. dollars at the official rate of 90.09 
cents, as follows: 1942—^1,192,571.58; 1941—31,695,464.47. 
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F. W. WOO 

AND CANA’j 

Comparative Consolidated Balance 


ASSETS 


Current Assets 


1942 


1941 

Cash . 

3 

26,333,212.31 

3 

19,590,902.20 

Government Bonds 


6,000,893.40 


— 

Receivables . 


1,489,636.64 


1,262,592.30 

Merchandise Inventories—Valued at Cost . . . . 


60,586,621.84 


67,782,874.49 

Merchandise in Transit—at Cost. 


2,318,011.75 


1,782,335.72 

Total Current Assets. 

3 

96,728,375.94 

3 

90,418,704.71 

Investments 





Majority Ordinary Shares of F. W. WooKvorth & Co. 

t 




Ltd., England .. 

$ 

30,879,630.14 

3 

40,587,155.52 

(conversion rates; 1942—34.025; 1941—34.644) 




Mortgages Receivable. 


1,294,167.65 


1,303,935.15 

Other Securities—-Cost, less Reserve. 


103,296.08 


853,173.60 

Majority Interest in F. W, Woolworth Co,, 





G.m.b.H., Germany. 


1.00 


1.00 

Total Investments. 

.$ 

32,277,094.87 

3 

42,744,265.27 

Fixed Assets —at Cost 





Real Estate and Buildings. 

■3 

30,194,622.74 

3 

30,060,322.82 

Less; Reserve for Depredation of Buildings . . . 


4,918,845.27 


4,656,311.86 


3 

25,275,777.47 

3 

25,404,010.96 

Furniture and Fixtures. 

.3 

57,366,816.14 

3 

56,809,931.81 

Less; Reserve for Depreciation. 


14,161,305.65 


13,184,983.02 


* 

43,205,510.49 

3 

43,624,948.79 

Equipment, less Amortization. 

3 

797,363.74 

3 

373,125.72 

Total Fixed Assets. 

3 

69,278,651.70 

3 

69,402,085.47 

Leaseholds and Alterations —Unamorti 2 ed Cost 





Buildings on Leased Ground. 

.$ 

17,046,254.01 

% 

16,122,423.61 

Alterations to Leased and Owned Buildings 





and Store Organization Expenses. 


42,713,791.50 


44,773,195.24 


$ 

59,760,045.51 

3 

60,895,618.85 

Less: Amortization for year. 


5,218,464.96 


4,687,151.77 

Balance. 

.3 

54,541,580.55 

3 

56,208,467.08 

Other Assets 





Store and Office Supplies—Valued at Cost . , , 

.3 

2,013,883.77 

$ 

1,903,027.34 

Prepaid Expenses. 


1,063,985.47 


907,590.55 

Post-War Credit on Canadian Excess Profits Tax 


166,666.67 


— 

Total Other Assets. 

,3 

3,244,535.91 

j 

2,810,617.89 

Goodwill. 


1.00 


1.00 


£256,070,239.97 

3261,584,141.42 


The statement includes net current assets of the Canadian subsidiary as follows: 1942 — J56,012,562.87; 1941— 
34,240,089.41; and other net assets of that subsidiary as follows: 1942 —38,830,220,39; 1941 —39,649,483.82. 
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r ORTH CO. 

SUBSIDIARY 

s as at December 31, 1942 and 1941 


LIABILITIES AND CAPITAL 


Current Liabilities 1942 

Accounts Payable and Accruals.3 12,879,587.17 

Accounts Payable—Merchandise in Transit .... 2,318,011.75 

Mortgage Payments. 118,577,25 

Accrued Interest on Debentures. 194,791.63 

Reserve for Federal and Canadian Taxes. 15,686,817.13 

(1942 stated after deducting 38,000,000.00 
of tax anticipation certificates held) 

Total Liabilities.3 31,197^784^91 


Long-Term Debt 

Fifteen Year 2E?% Sinking Fund Debentures, due 

July 15, 1955 ... $ 17,000,000.00 

Purchase Money Mortgages . 2,019,111.06 

Total Long Term Debt. $ 19,019,111.06 


Reserves 

For Foreign Exchange Losses.3 30,801.18 

For Employees' Sick Benefits. 100,000,00 

Total Reserves.. . .3 130,801.18 

Capital Stock —Par value 310 per share 

Authorized. 20,000,000 Shares 3200,000,000.00 

Unissued. 10,250,000 Shares 102,500,000.00 

Issued (ofwhich 46,392 Shares 

are held by the Company). 9,750,000 Shares 3 97,500,000.00 


Earned Surplus 

Balance, January 1st. 3111,563,602.94 

Add: Net Profit for the year. 23,538,739.01 

3~f3 5,1Q2,34T95 

Deduct: 

Dividend declared and paid.3 15,525,772.80 


(1942—31-60 a share; 1941—32.00 a share) 

Reduction in investment in foreign subsidiaries: 

F. W. Woolworth Co., G.m.b.H., Germany . . — 

F. W. Woolworth & Co,, Limited, England . . 9,707,037.15 

Exchange adjustment to convert net current assets 
of the Canadian subsidiary into U. S. dollars . . — 

Book value of 46,392 shares of Treasury Stock, 
less 3901,633.79, previously charged to Surplus._1,646,989.20 


Total Deductions.3 26,879,799.15 

Balance. ..3 108,222,542.80 

3256,070,239.97 


Earned Surplus includes undistributed surplus of foreign sub¬ 
sidiaries as follows: 1942—336,639,903.12; 1941 -$45,148,518.57. 


1941 

$ 11,227,117.12 
1,782,335.72 
388,411.49 
252,083.32 
16,102,707.94 


3 29,752,655,59 


3 

22,000,000.00 


2,039,525.00 

3 

24,039,525.00 

3 

275,347.09 


100,000.00 

3 

375,347.09 


3200,000,000.00 

102,500,000.00 


3 97,500,000.00 


3111,170,098.33 
26,114,372.53 
~3 137,284,470.86 

3 19,407,217.10 


5,847,240.97 


466,409.85 

1,646,989.20 
3 27,367,857.12 
3 109,9! 6,613.74 
3261,584,141.42 
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CERTIFICATE 


To the Stockholders of F. W. WOOLWORTH CO.: 

We have examined the Consolidated Balance Sheet of F. W. 
Woolworth Co. and its Canadian subsidiary as of December 31, 1942 
and the related Statement of Consolidated Income for the year then 
ended. In connection therewith, we have reviewed the system of 
internal control and the accounting procedures of the domestic 
company without making a detailed audit of all transactions and 
have examined or tested accounting records of the company and 
other supporting evidence, by methods and to the extent we deemed 
appropriate. Our examination was made in accordance with gener¬ 
ally accepted auditing standards applicable in the circumstances 
and included all procedures which we considered necessary. 

We accepted, after examination, the financial statements of the 
Canadian subsidiary as certified by independent auditors. The ac¬ 
counts of that subsidiary were taken into the Consolidated Balance 
Sheet upon the following basis: net current assets converted into 
U. S. dollars at the official rate of exchange on December 31, 1942 
and the other net assets at the prevailing rate of exchange when 
acquired. 

In our opinion, the accompanying Consolidated Balance Sheet 
and the related Statement of Consolidated Income fairly present 
the financial condition of F. W. Woolworth Co. and its Canadian 
subsidiary as at December 31, 1942, and the results of operations 
for the year ended on that date, in conformity with generally 
accepted accounting principles applied on a basis consistent with 
that of the preceding year. 

R. G. RANKIN & CO. 

Certified Public Accountants 

New York, N. Y. 

January 29, 1943 
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COMPARATIVE SALES 
AND NET EARNINGS 


Fiscal 

Year 

No. of 
Stores 

Sales for 

Year 

Net Earnings 
Per Share 

Dividend 

Per Share 

Par 

Value 

1912... 

... 631.... 

. .$ 60,557,767. .. . 

. .$ 8.73 .. . . 

.. .$ 2.00... 

..3100 

1913... 

... 684.... 

. . 66,228,072.. . . 

. . . 10.82 .. . 

... 5.50... 

i i 

1914... 

.. . 737.... 

.. 69,619,669... 

. . . 10.87 .. . 

... 6.00... 

a 

1915.. . 

... 805.... 

.. 75,995,774.... 

. . 13.19 .. . , 

... 6.75... 

a 

1916... 

... 920.... 

. . 87,089,270. .. 

. .. 15.57 .. . 

... 7.75... 

t i 

1917... 

...1000.... 

.. 98,102,857... 

. .. 16.72 .. .. 

... 8.00... 

a 

1918... 

...1039... 

. .. 107,179,411... 

... 9.96 ... 

... 8.00... 

a 

1919... 

...1081. . . . 

. .. 119,496,107... 

. .. 17.11 . . . 

.. . 8.00... 

a 

1920... 

...1111. . . . 

.. 140,918,981.... 

... 13.87|.. .. 

.. 8.00... 

it 

1921... 

...1137.... 

. . 147,654,647... . 

. . 20.04 . . .. 

.. 8.00... 

a 

1922... 

...1176.... 

.. 167,319,265.... 

. . 27.11 .. .. 

. . 10.00... 

a 

1923... 

..1260.... 

. . 193,447,010. . . . 

. . 31.84 .. .. 

.. 8.00... 

i( 

1924... 

. .1356.... 

. . 215,501,187. .. . 

.. 7.95 . . .. 

.. 2.50... 

.. 25 

1925... 

...1423... . 

. . 239,032,946. .. . 

. .. 9.46 . . .. 

... 3.00... 

it 

1926... 

..1480.... 

.. 253,645,124.... 

. . 10.85 .... 

.. 6.00... 

a 

1927... 

...1581. .. . 

. . 272,754,045. . ., 

... 9.06 f. . . 

.. 5.00... 

t i 

1928... 

...1725.... 

. . 287,318,720. . . . 

... 9.07 .... 

.. 5.00... 

a 

1929... 

...1825... . 

. . 303,047,172. . .. 

. . 3.66 . ... 

.. 2.40... 

.. 10 

1930... 

...1881.... 

. . 289,288,605... . 

. .. 3.56 .... 

.. 2.40... 

£( 

1931... 

...1903.... 

. . 282,669,576. .. . 

.. 4.24*.... 

.. 4.40... 

it 

1932. .. 

...1932... . 

. . 249,892,861. ... 

.. 2.27 . ... 

.. 2.40... 

<< 

1933... 

...1941.... 

. . 250,516,527. .. . 

... 2.94 . ... 

.. 2.40... 

(l 

1934... 

...1957.... 

. . 270,684,797. ... 

... 3.30 .... 

.. 2.40... 

a 

1935... 

...1980.... 

. . 268,750,483. ... 

.. 3.20 . ... 

. . 2.40... 

a 

1936... 

...1998.... 

. . 290,386,935 . ... 

. . 3.35 . ... 

.. 2.40... 

a 

1937... 

...2010.... 

. . 304,774,655... . 

.. 3.40 .... 

.. 2.40... 

a 

1938. .. 

...2015.... 

. . 304,304,741. .. . 

.. 2.95 . ... 

.. 2.40... 

t i 

1939... 

...2021 .. . 

... 318,839,663. .. . 

. . 3.02 . ... 

.. 2.40... 

a 

1940... 

...2027... 

. . . 335,474,820.... 

... 2.48 .... 

.. 2.40... 

it 

1941... 

...2023... 

. . . 377,148,059. .. . 

.. 2.69 . ... 

... 2.00... 

it 

1942... 

...2015... 

.. . 423,220,598. .. 

... 2.43 . ... 

.. 1.60... 

££ 

tStock dividend of 30% paid in 1920 and 50% in 1927. *Includes£.90on non-recurring income. 
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TEN YEAR RECORD OF TAXES PAID 

(IN MILLIONS OF DOLLARS) 

NOT INCLUDING EXCISE AND SALES TAXES 


fisfy/J 




r77T77?7TTT*^^^////^^^ real iiik\tyy/////y 


oyyyyyyyyy<^^ r 

' : STATE 


The above chart indicates a greatly 
accelerated increase in taxes during 
recent years. Governmental taxes 
have trebled in the past 3 years. Dur¬ 
ing the 10-year period, the total of 
all taxes has increased almost 4 times. 


The graphs below show that taxes 
have increased at a much greater rate 
than sales and earnings. This dispro¬ 
portionate increase in the ratio of 
taxes to sales had the effect of 
depressing net earnings. 


TREND OF TAXES COMPARED WITH SALES AND NET EARNINGS 
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NET INCOME BEFORE AND AFTER GOVERNMENTAL TAXES 
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In 1933 about one-tenth of our net 
income was reserved for Governmental 
taxes. In 1941 it climbed to more 
than one-third. In 1942 almost one 
dollar in every two earned was needed 
to pay Governmental taxes. 


Graphs below show average taxes, ail 
classes, per share of stock and per 
store unit. Taxes paid per share are 
now double dividends paid per share. 
Taxes averaged 355 per store for 
every working day in 1942. 


AVERAGE TAXES PAID PER STORE UNIT AND SHARE OF STOCK 
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